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T^nr P roductivity 


A* the final speaker In your two day study of the Soviet 
ec onooff , i find ayoelf in a position where it is difficult to 
M^jr anything that Is really new. So if some of the points in 
agr brief presentation sound familiar to you, this is because 
1 think they are important enough to warrant some repetition. 

And if X do succeed in saying something new, w» can congratulate 
nistfh other at the coffee break. 

To ay Mad, the most serious problems confronting the 
Soviet economy canter around labor productivity, for the first 
■ Mo* in its history, the Soviet Union is faced with a shortage 
of labor. There are two primary reasons for this - first, the 
law birth rate of World War U aad the early postwar period, 
aad secondly, the inability to divert additional agricultural 
labor to industry, at least for the time being. 

She labor shortage is going to plague the Soviet leaders for 
a long time. The increment to the labor force during 1 he period 
1957-1962 will be about 5*7 Mllioa. This ecegwree with Q.k 
iriiUftB in 1950 - 1955 , or an absolute decline of 2.7 Mllioou To 
be sure, mm additional diversion of military pesssonnel to 
civilian occupations would case the problem, but the absolute 
shortage would still be formidable. The Soviets are veil metre 
Of their problem. In Mb 19 December speech to the St^reme 
Soviet, planning chief Kuzmin stated that increases in industrial 
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output defend largely on productivity increases. So one can 
doubt that I mp r oveme nt is possible, or that the Soviets have 
a very long way to go to catch up to the United States in this 
ares* Set's look at a few figures. 

ggg rap sis 

1M. re warategffl 

He can see from this chart that: 

1. The USSR has a higher proportion of population 
la the civilian labor force - 47 per cent coe^ared with 
40 per cent in the OS. 

2. Although the else of the industrial labor force 
in the two countries is about the same, the value of US 
industrial production Is about three tiaes that of the 
Soviet Union. In rough term this 3 to 1 ratio is a 
useful general measure of relative industrial productivity 
is the two countries. 

3. If industrial labor productivity in the Soviet 
tin ion is low by our standards, agricultural productivity 
eas only be described ae abyssal. In their country 

it takes 1 farm worker to feed four people, coa^ered to a 
X to 21 ratio in the Obi ted States. 

Apart free the emphasis on tec hno lo gi cal innovation to 

im pro ve labor productivity, the major recent shift in internal 

yMwiB policy centers around agriculture and housing. 

Has agricultural program Is extremely aa&itioue. It has 
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%MO » first, to rais« the quality of the Soviet diet to 

approximating that of the United States, and second, to 
jja esN age agricultural productivity to the point where the 
tranifer of workers to industry can be recused. She Soviet diet 
haa been uninspiring. A typical worker complaint when urged to 
outp ut las been, "why vork harder to eaonaore rdbles 
yfaem ail it will buy la eore Mack bread?” Let's take a look 
at eos®srativ* diet* in the USSR and in our own country. 


3BSR and US AToraa* ^gte 
txm this chart, we can aee that! 

1. Soviet diet ie adequate in calories, with 
ever 3*38$ per capita. 

St* however, it la overwhetaAngly a grain and potatoes 
diet* T hese two staples constituted 70 per cent of the 
caloric intake in 1956* 

3 . The diet, by U.S. standards, is deficient in 
fats and oils and milk. 

km The widest discrepancy was in seat. In the U.S., 
13 par cent of the daily caloric intake was accounted 
for by aaat end fish, coapared to only k per cant in 
the Soviet Union. 

Hxrwshehev ha s ca lled upon Soviet agriculture to Batch 

tbe Halted States in per capita output of Bi lk by 1958 and of 

. „ ^0-6l. 1 wouldn't take these specific dates to© 

aeat by 19° 
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seriously. It aeau clear that the agricultural goals are 
too anfeitious, and that may aare year* will be required for 
their acfcieveaent. I would like to mice two points about 
these goals. 

1. The Soviet leaders are serious about then. 

Ussy have already diverted siseable awounts of aoney 
may front industrial l avmtae at to agriculture to mice 
•eat progress in the diet. 

2* Popular expectations have been raised by the 
frequent ly repeated premises of agricultural isgprovonent. 
Tfhniihnhir is personally id ent ified with than* In the 
Soviet Union, where resources ore chronically over- 

l 

coanitted and where priority adjustaente are continuously 
a sm — a ry, agriculture has traditionally been a sfcspchild. 
¥hen tbs liwvltable cute case they invariably fell on the 
consumer sector. But apparaatly this is no longer possible. 
If we are right in thinking that the pr e s ent agricultural 
investment allocations are not enough to achieve the 
loofily truepeted goals, then additional funds mat be 
«*» available. And if Khrushchev feels cospeHed to 
beep Ms agricultural premises to t he Soviet people, a 
reduced industrial growth rate nay persist for a long Mae. 
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A# a further prop to worker incentives, the Soviets have 
begun to ig gll a er it p l ans for easing the chronic housis# 
shortage# a ctihw of vide spread dissatisfaction . Current 
living-sleeping space for a f am il y of four is about 13 feet by 
13 feet* Shis is less than half that available in Italy and 
ahest ©ae-third that of toe United Kingdom. Khrushchev has pro- 
iRto af a 15 per cent h^pxtreeeesat in housing shortage trill be ever- 
eonft in toe next 10 to 12 years. 

In with these objectives, toe Soviets last month 

nacouacsd a pw.n»* 30 per cent increasing in urban housing 
ac®»truotl«i for 1958. If this plan is carried through, towing 
inn uaqprise about one-third of total construction e xp e n d i tures. 

year, tola seas*, of course, a diversion of bu ildin g 
■eberto!* away from industry. 

Ifcgtoer this too-pronged attack cm toe productivity pi-oblaa 
*riii su cce e d is, of course, conjectural. The agricultural and 
>y»nf4n£ gaols need, sot be r e ach e d abs ol utely for toe Soviet 
leader s to realize their goals. The establishment of a trend 
la topr o pg a sB cn t of living standards — toe acceptance by the workers 
of toe tost toH gf ere getting totter and will continue to 
gat totter may to sufficient to bring out toe degree of cooperation 
with toe regia* that is necessary. 

ga toe other hand, toe failur e to achieve tangible progress 
la seising living standards would considerably undsxsdns Khrushchev's 
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attempt to create an 1 wage of a regime dedicated -to popular 
welfare and determined to fulfill its paroatses to the people. 

9 i«A a failure would tend to weaken popular support and sd^ht 
*wea» by its effect on worker incentives, damage the prospects 
of e co p flc growth. To sene extent, therefore, the regime *a free-* 

dsea of action has been &i*tnisbe&. 

promised iagproveaents in diet and housing donot, of 
course, swan that per capita consumption will be raised across 
the board to anything approaching the XJ.S. level of living* 
Despite tbs eroding of the traditional Stalinist priorities, 
primary emphasis continues on sdlitary preparedness and heavy 
industry, per capita consumption, as a whole is only about 
20 per cent that of the tJ.S. This is dearly seen when the 
output of capital and durable consumer goods are compared. 


Production of Selected Capitol and Consumer goods 
Shis chart shows; 

1* Soviet output of coal, machine tools and steel 
range tram , 50 par cant of tf.S* output to 200 per cent. 

2» Za contras^ Soviet output of auteffiobiles, 
washing machines and refrigerators from less than 2 per 
cent to 4 per cent of tho s e in the 0.S. 

Sons competen t Soviet students believe that it is ii^possible 
to educate the ©f the people and maintain a low overall 
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level of consumption for very massy years* They also believe 
that It 18 impossible to start a trend of improving consuiaer 
welfare without it having a snowball effect, That is to say, 
I mprov eme n t la living standards breeds additional pressure for 
fwrthex i mprov ement. X sat not competent to discuss this thesis* 
It la a sociological and not an economic one* It is however, of 
Isay iapertaaee, because if true It means; 

1. First, a further shift In investment toward 
consumer Industries, oral possibly a dramatic shift, 
sad, 

2. Second, an Increase in the proportion of total 
product fflytwg into consumption at the exp e n s e of in- 


ly m a guess is that what the sociologists are talking 
about le more apt to be evolutionary than revolutionary.- more s matter 
of a tm gimemtions 1 Shan a few years. 

Xn smeary, then; 

1* She Soviet Union today and for at least 5 years 
into the future and probably for 10 years, is and will 
be plagued by a shortage of labor. 

2, Xu an effort to increase labor productivity, 
concessions in the form of a much improved diet and some- 
what better bowing have been made. 

3, 9a fulfill these promises, significant diversions 
of i nvest m en t funds have already been made and probably 


Approved For 


r® 


continue 
ease 2000/ 


09/1 ff Oa3rDP62S00545A0001 00090109-7 


Approved For Release 2000/09/11 : CIA-RDP62S00545A0001 000901 09-7 


- 8 


k, Sse effect of these shift® will be to reduce 
vhm sp ec t ac ular rate of economic growth wh ic h has been 


•a outstanding feature of the Soviet econooy in the post- 


war years, and fin a lly , 

5, There Is sons possibility, although 1 believe 
a al l* m» f that the program of worker incentives say 
woowball, radically changing the face of the Soviet 
y •* *• know It today. 
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